Capital Expenditures

by Majority-Owned

Foreign Affiliates of US. Companies, 1981

MJ\JDRITT*UW'N'ED foreign af-
filiates of 11.5. companies plan to in-
erease capital expenditures 13 percent,
to $58.9 billion, in 1081, following a
near-record 24-percent increase last year
(chart & and table 1).* The moderate
increase in 1981 primarily reflects
sharply lower growth in spending by
manufacturing affiliates as a result of
the slowdown in economic activity
abroad, These affiliates plan their small-
est spending inerease (7 percent) since
1076. The impact of this small increase
will be tempered by continued strong
spending by petroleum affiliates; their
expenditures reflect ongoing efforts to
explore for and develop new sources of
erude oil in response to rising petroleum
prices,

The latest plans for 1981, reported in
December, were revised upward from
plans reported last June, which showed
an B-percent increase, The largest up-
ward revisions were in petroleum and
“other” industries. Revisions in petro-
leum were widespread geographically,
mainly because several large 17,8, petro-
leum companies that have worldwide
activities, were unable last June, as in

NOTE.—Enrl F. Holmes nscisted

in thae
preparation of the eatimates.

1. Capltal expenditures are expenditores that are
made to acquire, add to, or improve property, plint,
and equipment, and that are charged to capital ac
counts. They are on 0 gross Dasis ; sales and other
dispositions of fixed nssetz are not netted mgainst
them. Capitnl expenditures are reported to BEA In
corrent dollars ; they are not adjusted for price
changes in host countrles or for changes In the
valus of forelgn correncles, because the dote needed
for such adjustments are voavailable

A majorlty-owned forelgn affiliate i= n forelgn
tuglnesz: enterprise In which a U8 company owns,
directly or Indirectly, at lenst 50 percent of the
voting rights. These dotn are unlverse estimates
baged on BEA's seminnnual sample survey. The
Intest survey, taken [n December 1080, eoversd
nhout 5,000 majerity-owned forelgn aifllntes

M

the past, to provide reliable estimates so
far in advance of actual expenditures.
Revigions in “other” industries were
gharpest in the Middle East and “other
Asin and Pacifie.”

Latest plans for 1930 were virtually
unchanged from earlier plans. Declines

ey
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in mest manufacturing subindustries
were offset by modest increases in indus-
tries outside manufacturing.

By area, affiliates in developed coun-
tries plan a 12-percent inerease in spend-
ing in 1981, to $40.2 billion. A 16-per-
cent increase, to $11.7 billion, is plan-
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March 18581

ued by afffliates in developing couniries.
Ti both arens, percentage increases this
yenr are about one-half of those last
year, Adilistes m “international and un-
allocated”—which are primarily em-
goged in internationnl shipping—plon
to incraass spending 20 parcant, to $2.1
billion, following 4 4-pereent incresss.

By indnsiry, petroleum affilintes plan
n 24-percent incresse, to $18.7 hillion,
following & 80-percent Inovesse ; mining
and smelting afifliates plan a 22-percent
inerease, following an ununsually lprge
inerease of 93 percent. A 7-percent in-
crease, to $24.4 hillion, is planned by
manufactnring affiliates, following » 22-
percent incrense. Trnde affiliates plan to
increase spending 6 percent, following a
20-parcent inererse, Only sffiliates in

" “agher” industries plan an increase

larger than Jast year—% percent oom-
poved with 8 parcent,

SURVEY OF CURRENT BUSINESS

Patroloum

Petroleum sfiliates plan to inoresse
spending 24 percent, ta $12.7 Billion,
following u 30-percent increase lnat year,
The increese it widespread among
nrens, nnd is parficularly lnege in Can-
adu, the North Ses, and “other Africa )
where affilirtes sre engoged mainly in
petroleum sxtraction.

In devaloped countries, afffliates plan
to inerense spending 23 percent, to
#12.5 billion, following o 32-perceat in-
crease {tnbles 2A-C}. Canadian affili-
ates plen to incrense spending 21 per-
cend, to $4.2 billion, afier a 48-percent
incrense ; the increase is mainly for con-
tinued development of western Cana-
da’s tar sands, and for upgrading ant
exponding refineries to process syn-
thetic crude. The slower increase in
spending mey partly reflect the host
government’s policy of “Chapadianiz-
ing” its oil and gey industry, The pol-
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tcy, sanouneed last October, calls for
inerensed Canndion ownership of the
domestic oil and gas industry, the pro-
visieh of new incentives {o enconrage
sxploration by (ansdian-controlled
companies, and increased foderal en-
ergy taxes. Although spending remnains
strong, o farther slowdown in the rate
of growth may be evident in BEA's
next srvey, when more offilintes take
o seeonnt the implications of the pol-
icy for their spending planz.

In the North Sea area, Noywegian af-
filintes plan to spend $1.1 billion, a 41-
percent increase, np from 10-percent
lnst year. Much of the inerense iz for
developing new offshore pgasfields
DUnited Kingdom affliates plan a 9-par-
cent inerspse, to $#4.2 billion, down from
80 percent; both increnses are mainly
for further exploration and develop-
ment. The slowdown in 1981 may partly
reflect the Tnited Eingdom Govern-
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ment's plans to conserve more of its oil
CestIves.

In other arens of Eorope, where offili-
ates sre primarly engaged in vefining
ond distribution, some Jarge increases
in spending ave planned. Netherlonda
offilintss plan n 122-percent increase,

SURVEY OF CURRENT BUSINESS

partly for a plant to sonvert coal inte
methane for use ns & snbstitute for nat-
urn] gns. Germon effilistes plon & T0-
percent increase, primarly for mod-
amzing existing refineriza,

Adfter a i0-percent increase in apend-
ing, Anstralian affilistes plan an even

March 1881

lorger incrense in 1981 spending; both
increases ore for refinery upgrading,
shole-oil extraction, and gastleld devel-
opment.

In developing countries, sfllliates
plan s 26-percent inerense in spending,
to 55.2 billion, slightly below the 1880

—
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and status of the operations of n Mid-
dla East branch of & U7.8.-incorporated
petrolenin compony, which resulted in
a change in nocounting for the branch
as reported to BEA by the U.35. com-
pany. In Korea, & shoep decline in ex-

SURVEY OF CURRENT BUSINESS

penditures reflesta completion lagt year
of & major refinery expansion.

In “internaiione] and woslloveted,”
affilintes plan to step up expenditvres
32 percent, to $1.0 billion, aboui twice
the 1980 rate of incresse. The step-up,

———

March 1931

for purchases of new and used tankars,
is poesibly in responsa to 0 Tise in tonksr
ratee during 1980, Y

Manufaciiring -

Manufactnring afflintes plan to in.

creass spending T percent, to $24.2 bil-

Table 2C,=—=Capital Expetvditurse by Majority-Dwhad Foreign Afilintes of 1.5, Companies in 19911
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lion, following n 22-percent increase in
1880, Declines or smaller inersaszs ave

» axpected in a1t mannfactiving subindus-

tries except chemicals and rubhey prod-
nets.

Over one-hplf of the total dollar in-
crense is accounted for by nffiliates in
trangportation equipment: these affili-

1 ates’ spending iz expected to incvease 16

pereent, to $5.9 hillion, following a b4-
pereent increase in 1980. Last year's in-
crense, historically one of the industey™s
iargest, wes mairly Lo finanes o pro-
grom {0 construet pasembly and parts

-« production facilities for the “world

ear.” The 1981 increase wili continue
thig pragram,

Chemigal nffilintes plan a 9-pereent in-
crease, to $4.0 billion, following o 8-
percent increase. In papesr and allied
products, affiliates plan a 18-percent in-
crepse; n &%-percent incrensa in 1980
finonced the expansion of preduction

r fonilities. Nonelectrical machinery ad-

| filintes plon to inerease spending & per-
« tent, following a B-perrent increase.

Slight cuts in spending are expected in
primary and fabricoted metals, alectei-
eal raachivery, and “other” mannine-
turing.
In developed countries, affiliates plan
n T-percent mncrease, to $20.9 billion,
, compared with 28 percent in 1%80. The
incrense is centered in Canada and in
Farope, perticularly “other Eiwrope,”

| the Tnited Kingdom, and Germany.

Crenadian affiliates plan to increase

[ spending 13 percent, to $5.5 hillian, fal-

L]

SURVEY OF CURRENT BUSINESS

lowing a 86-percent increase. Much of
the inerease is in chemijenls, partly re-
Hecting the startop and expansion of
petrochemienl facilities. In paper ond
aliied products, large inereases are
planned. mainly for modernizing faeili-
ties to boost capacity.

In Europe, United Iingdom nfflistes
plan to inerease epending 6 percent, to
$3.3 billion, about the some rate of in-
erease ng last year. Nonelectriocal ma-
chinery affilistes acsount for nearly el)
of the inerease, which iz prrtly offzat by
n sizable decline in primary and fabri-
coted metals dua to completion of a new
plant in 1980, In Glermnny, effiliates
plan to incrense spending 5 percent, to
$3.7 billjon, after n 16-percont incrensa
last year, Transportation equipment ni-
Rlintoz aceount for most of the increase,
whieh is mainly for modifying assemhbly
Jimnes and for constructing o plastics
plant to fabricate parts for fuel-efficient
vehicles, Adffilintes in “other Europe”
plan to step up spending 68 percant, fol-
lowing a §0-percent increase. Virtually
ell of the increase is accounted for hy
troosportation equipment affilinies in
Spaim and Avstrin, nnd is for construe-
ting assembly plants and parts produs-
tion fncilities for subcompnct cors.

In developing countries, sffilintes
plan to inerexss spending § pevcant, to
§3.5 billion, sompared with 22 parcent
in 1880, By far the lnrgest increase is
in Moxico, where food affilintes with
beverage operntions plan to axpand bot-
tling facilities, The increazn in Mexioso
is partly offset by o 24-percent decline
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in the Philippines, where fond affiliates
made Inrge expenditures for new bot-
tling faeilities in 1980.

Minng and smelting, trade, and other
industries

Mining ond smelting affiliates plan to
incrense spending to $1.9 billion, op 22
pergent, following a mear doubling of
expendituras lost yenr. The incrense is
mainly in Brazil and Ausiralin. In
Brazil, nffiliatos, attracted by relatienly
inexpensive hydroslestric power and by
larpe bauxite reserves, nra conscructing
& vefinery and smelter; in Australia,
affiliates are stepping up expenditures
on antipollntion equipment, in addition
to banxite reflnery expansion,

Trade affilintes plan n G-poreent in-
cranss in spending, to $8.3 billion, after
2 29-percont inerense. Although small
increases ore plannad in many eountries,
most of the inerenss is centered in Bra-
#il, where nffilintes are expanding ware-
homse enpacity to necommadate stepped-
up production of parts for photographis
squipment.

Affiliates in “other” industries—agri-
culturs, publie utilities, transportetion,
construction, and finance and other
services—plan to increase spending 0
percent, to $5.8 billion, about the spme
rake of increass as last year. Large in-
crenses are planned by affilintes in “in-
ternationn) and unallocated,” for the
purchase of new and vzed ballz ore ear-
rierg, end by Australian affilintes, for
the acguisition of new headquarters.




